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modernization, or major reconstruc-
tion funds for the distressed develop-
ment and PHA recommendations con-
cerning transfer of these funds to Sec-
tion 8 or alternative public housing 
uses; 

(4) The relocation resources that will 
be necessary, including a request for 
any necessary Section 8 and a descrip-
tion of actual or potential public or 
other assisted housing vacancies that 
can be used as relocation housing; 

(5) A schedule for relocation and re-
moval of units from the public housing 
inventory; 

(6) Provision for notifying families 
residing in the development, in a time-
ly fashion, that the development shall 
be removed from the public housing in-
ventory; informing such families that 
they will receive tenant-based or 
project-based assistance; providing any 
necessary counselling with respect to 
the relocation, including a request for 
any necessary counseling funds; and as-
suring that such families are relocated 
as necessary to other decent, safe, sani-
tary and affordable housing which is, 
to the maximum extent possible, hous-
ing of their choice; 

(7) The displacement and relocation 
provisions set forth in 24 CFR 970.5. 

(8) A record indicating compliance 
with the statute’s requirements for 
consultation with applicable public 
housing tenants of the affected devel-
opment and the unit of local govern-
ment where the public housing is lo-
cated, as set forth in § 971.9. 

(c) Section 18 of the United States 
Housing Act of 1937 shall not apply to 
demolition of developments removed 
from PHA inventories under this sec-
tion, but shall apply to any proposed 
dispositions of such developments or 
their sites. HUD’s review of any such 
disposition application will take into 
account that the development has been 
required to be removed from the PHA’s 
inventory. 

(d) For purposes of determining oper-
ating subsidy eligibility under the Per-
formance Funding System (PFS), the 
submitted plan will be considered the 
equivalent of a formal request to re-
move dwelling units from the PHA’s in-
ventory and ACC and approval (or ac-
ceptance). The PHA will receive writ-
ten notification that the plan has been 

approved (or accepted). Units that are 
vacant or vacated on or after the writ-
ten notification date will be treated as 
approved for deprogramming under 
§ 990.108(b)(1) of this chapter and also 
will be provided the phase-down of sub-
sidy pursuant to § 990.114 of this chap-
ter. 

(Approved by the Office of Management and 
Budget under control number 2577–0210) 

§ 971.9 Tenant and local government 
consultation. 

(a) PHAs are required to proceed in 
consultation with affected public hous-
ing residents. PHAs must provide cop-
ies of their submissions complying 
with §§ 971.3(a) (1) through (3) to the ap-
propriate tenant councils and resident 
groups before or immediately after 
these submissions are provided to HUD. 

(b) PHAs must: 
(1) Hold a meeting with the residents 

of the affected sites and explain the re-
quirements of section 202 of OCRA; 

(2) Provide an outline of the submis-
sion(s) complying with § 971.3(a) (4) and 
(5) to affected residents; and 

(3) Provide a reasonable comment pe-
riod for residents and must provide a 
summary of the resident comments to 
HUD. 

(c) PHAs must prepare conversion 
plans in consultation with affected ten-
ants and must: 

(1) Hold a meeting with affected resi-
dents and provide draft copies of the 
plan; and 

(2) Provide a reasonable comment pe-
riod for residents and must provide a 
summary of the resident comments to 
HUD. 

(d) The conversion plan must be ap-
proved by the local officials as not in-
consistent with the Consolidated Plan. 

§ 971.11 HOPE VI developments. 
Developments with HOPE VI imple-

mentation grants that have approved 
HOPE VI revitalization plans will be 
treated as having shown the ability to 
achieve long-term viability with rea-
sonable revitalization plans. Future 
HUD actions to approve or deny pro-
posed HOPE VI implementation grant 
revitalization plans will be taken with 
consideration of the standards for sec-
tion 202. Developments with HOPE VI 
planning or implementation grants, 
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but without approved HOPE VI revital-
ization plans, are fully subject to sec-
tion 202 standards and requirements. 

§ 971.13 HUD enforcement authority. 
Section 202 provides HUD authority 

to ensure that certain distressed devel-
opments are properly identified and re-
moved from PHA inventories. Specifi-
cally, HUD may: 

(a) Direct a PHA to cease additional 
spending in connection with a develop-
ment which meets or is likely to meet 
the statutory criteria, except as nec-
essary to ensure decent, safe and sani-
tary housing until an appropriate 
course of action is approved; 

(b) Identify developments which fall 
within the statutory criteria where a 
PHA has failed to do so properly; 

(c) Take appropriate actions to en-
sure the removal of developments from 
the inventory where the PHA has failed 
to adequately develop or implement a 
plan to do so; and 

(d) Authorize or direct the transfer of 
capital funds committed to or on be-
half of the development (including 
comprehensive improvement assist-
ance, comprehensive grant amounts at-
tributable to the development’s share 
of funds under the formula, and major 
reconstruction of obsolete projects 
funds) to tenant-based assistance or ap-
propriate site revitalization for the 
agency. 

APPENDIX TO PART 971—METHODOLOGY 
OF COMPARING COST OF PUBLIC 
HOUSING WITH COST OF TENANT- 
BASED ASSISTANCE 

I. PUBLIC HOUSING 

The costs used for public housing shall be 
those necessary to produce a revitalized de-
velopment as described in the next para-
graph. These costs, including estimated oper-
ating costs, modernization costs and costs to 
address accrual needs must be used to de-
velop a per unit monthly cost of continuing 
the development as public housing. That per 
unit monthly cost of public housing must be 
compared to the per unit monthly Section 8 
cost. The estimated cost of the continued op-
eration and modernization as public housing 
shall be calculated as the sum of total oper-
ating, modernization, and accrual costs, ex-
pressed on a monthly per occupied unit 
basis. The costs shall be expressed in current 
dollar terms for the period for which the 
most recent Section 8 costs are available. 

A. OPERATING COSTS 

1. The proposed revitalization plan must 
indicate how unusually high current oper-
ating expenses (e.g, security, supportive 
services, maintenance, utilities) will be re-
duced as a result of post-revitalization 
changes in occupancy, density and building 
configuration, income mix and management. 
The plan must make a realistic projection of 
overall operating costs per occupied unit in 
the revitalized development, by relating 
those operating costs to the expected occu-
pancy rate, tenant composition, physical 
configuration and management structure of 
the revitalized development. The projected 
costs should also address the comparable 
costs of buildings or developments whose 
siting, configuration, and tenant mix is simi-
lar to that of the revitalized public housing 
development. 

2. The development’s operating cost (in-
cluding all overhead costs pro-rated to the 
development—including a Payment in Lieu 
of Taxes (PILOT) or some other comparable 
payment, and including utilities and utility 
allowances) shall be expressed as total oper-
ating costs per month, divided by the num-
ber of units occupied by households. For ex-
ample, if a development will have 1,000 units 
occupied by households and will have $300,000 
monthly in non-utility costs (including pro- 
rated overhead costs and appropriate 
P.I.L.O.T.) and $100,000 monthly in utility 
costs paid by the authority and $50,000 
monthly in utility allowances that are de-
ducted from tenant rental payments to the 
authority because tenants paid some utility 
bills directly to the utility company, then 
the development’s monthly operating cost 
per occupied unit is $450—the sum of $300 per 
unit in non-utility costs, $100 per unit in di-
rect utility costs, and $50 per unit in utility 
allowance costs. 

3. In justifying the operating cost esti-
mates as realistic, the plan should link the 
cost estimates to its assumptions about the 
level and rate of occupancy, the per-unit 
funding of modernization, any physical re-
configuration that will result from mod-
ernization, any planned changes in the sur-
rounding neighborhood and security costs. 
The plan should also show whether develop-
ments or buildings in viable condition in 
similar neighborhoods have achieved the in-
come mix and occupancy rate projected for 
the revitalized development. The plan should 
also show how the operating costs of the 
similar developments or buildings compare 
to the operating costs projected for the de-
velopment. 

4. In addition to presenting evidence that 
the operating costs of the revitalized devel-
opment are plausible, when the per-unit op-
erating cost of the renovated development is 
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